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On March 29, the Central Bank (Banco Central de Paraguay) decided to prohibit indefinitely the
creation of all new financial institutions in Paraguay, since an inexplicable boom in financial services
in recent years has generated widespread suspicion of money-laundering operations in the country.
According to Central Bank head Jacinto Estigarribia, during the six-year period since former dictator
Alfredo Stroessner was overthrown in 1989, a total of 11 new banks and 42 new financial institutions
have been set up in Paraguay. A total of 103 financial-service centers now operate in the country,
including 35 banks and 68 financial institutes. In addition, two more banks have already received
permission to open their doors later this year. Estigarribia says the boom in financial services is
alarming since it is "completely out of proportion with the size of the Paraguayan economy." I
Paraguay now has one financial institution for every 47,000 inhabitants, compared with one
institution for every 625,000 inhabitants in neighboring Argentina, which is considered the "financial
capital" of the Southern Cone. In the advanced industrialized countries, the average ratio is one
financial institution for every 500,000 people. "It is in the nation's best interests to suspend all new
authorizations for financial institutes, because the level of economic activity in Paraguay does not
justify the creation of new services," said Estigarribia. In fact, to slow the growth in services, last year
the government increased the minimum level of capital necessary to open a new operation from US
$1.5 million to US$3 million, and at the beginning of this year, the government raised the minimum
level again to US$5 million.
The rapid growth in financial services has generated widespread concern that drug trafficking
cartels are setting up money-laundering operations in the country (see Chronicle, 01/12/95). As
a result, in late 1994, the US government began pressuring President Juan Carlos Wasmosy's
administration to place much tighter restrictions on financial operations. In addition, the vice
president of Citicorp visited the country late last year to offer a series of conferences to banking
executives and government officials on money-laundering techniques used by the cartels. (Sources:
Spanish news service EFE, 03/11/95; Notimex, 03/14/95, 03/21/95; Agence France-Presse, 03/29/95)
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